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IQ.Pleasestateyournameandbusinessaddress.

2A.MynameisScottJ.Rubin.Mybusinessaddressis333OakLane,Bloomsburg,PA.

3Q.Bywhomareyouemployedandinwhatcapacity?

4A.Iamanindependentconsultantandanattorney.Mypracticeislimitedtomatters

5affectingthepublicutilityindustry.

6Q.Whatisthepurposeofyourtestimonyinthiscase?

7A.IhavebeenaskedbytheNewHampshireOfficeoftheConsumerAdvocate(“OCA”)to

8reviewtheratedesignproposalfiledbyAbenakiWaterCompany(“Abenaki”or

9“Company”)inthiscase.

I0Q.Whatareyourqualificationstoprovidethistestimonyinthiscase?

IIA.IhavetestifiedasanexpertwitnessbeforeutilitycommissionsorcourtsintheDistrictof

12Columbia,theprovinceofNovaScotia,andthestatesofAlaska,Arizona,California,

I3Connecticut,Delaware,Kentucky,Illinois,Maine,Maryland,Mississippi,New

I4Hampshire,NewJersey,NewYork,Ohio,Pennsylvania,andWestVirginia.Ialsohave

15testifiedasanexpertwitnessbeforetwocommitteesoftheU.S.1-louseofRepresentatives

16andonecommitteeofthePennsylvaniaHouseofRepresentatives.Ialsohaveservedasa

I7consultanttothestaffsoftwostateutilitycommissions,aswellastoseveralnational

I8utilitytradeassociations,andstateandlocalgovernmentsthroughoutthecountry.Prior

I9toestablishingmyownconsultingandlawpractice,IwasemployedbythePennsylvania

20OfficeofConsumerAdvocatefromI983throughJanuary1994inincreasingly

21responsiblepositions.from1990untilIleftstategovernment,Iwasoneoftwosenior

22attorneysinthatOffice.Amongmyotherresponsibilitiesinthatposition,Ihadamajor
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Iroleinsettingitspolicypositionsonwaterandelectricmatters.Inaddition,Iwas

2responsibleforsupervisingthetechnicalstaffofthatOffice.Ialsotestifiedasanexpert

3witnessforthatOfficeonratedesignandcostofserviceissues.

4Throughoutmycareer,Idevelopedsubstantialexpertiseinmattersrelatingtothe

5economicregulationofpublicutilities.Ihavepublishedarticles,contributedtobooks,

6writtenspeeches,anddeliverednumerouspresentations,onboththenationalandstate

7level,relatingtoregulatoryissues.Ihaveattendednumerouscontinuingeducation

8coursesinvolvingtheutilityindustry.Ialsohaveparticipatedasafacultymemberin

9utility-relatededucationalprogramsfortheInstituteforPublicUtilitiesatMichiganState

10University,theAmericanWaterWorksAssociation,andthePennsylvaniaBarInstitute.

IIAttachmentSJR-1tothistestimonyismycurriculumvitae.

I2Q.Haveyoucontributedtoanybooksonthetopicofwaterutilityratedesign?

13A.Yes.IservedontheeditorialcommitteeforthefiftheditionofWaterRates,Fees,and

14Charges(ManualMl)publishedbytheAmericanWaterWorksAssociationin2000.

I5Thatbookistheprimaryrate-settingmanualforthewaterutilityindustry,includingcost-

16of-servicestudiesandratedesign.

I7Q.Doyouhaveanyexperiencethatisparticularlyrelevanttotheissuesinthiscase?

I8A.Yes,Ido.Ihavetestifiedasanexpertwitnessinnumerouswaterutilityratecases.For

I9example,duringthepastthreeyears,Ihavetestifiedinwaterratecasesinthefollowing

20jurisdictions:California(AppleValleyRanchosandCaliforniaWaterService),

21Connecticut(Aquarion),Kentucky(WaterServiceCo.),NewHampshire(Aquarion),
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INovaScotia(HalifaxRegionalWater),andPennsylvania(CityofBethlehem,Cityof

2Lancaster,Pennsylvania-American,andUnitedWater).

3Q.Pleasesllmmarizeyourrecommendationsandconclusions.

4A.Isummarizemyconclusionsandrecommendationsasfollows:

5•IdonottakeissuewithAbenakisproposedratedesignforsewerrates.

6•TheexistingratesinBelmonthaveacustomerchargethatismuchtoo
7high.Almost70%ofthebilliscompletelybeyondthecustomer’scontrol.

8•TheexistingratesinBowhaveusagechargesthataremuchtoohigh.
9Morerevenueshouldbecollectedthroughfixedchargestohelpensurethe

10stabilityofAbenaki’srevenuestreamthroughouttheyear.

11•IquestionwhetherthereisareasonablejustificationforBelmont’sexisting
I2ratesforcommercialcustomersbeingsubstantiallyhigherthanratesfor
I3residentialcustomers.

14•IrecommendthattheCompanystarttorationalizeitsratestructure.By
15,rationalizingtheratestructure,Imeanthatthereshouldbeatargetto
I6collectapproximatelyone-thirdofresidentialrevenuesthroughcustomer
I7chargesandthattheusage(per-ccf)ratesshouldbemovedclosertogether
I8thantheyaretoday.

I9•TheCompanyproposedaratedesignthatwouldimmediatelyconsolidate
20theresidentialratesinBowandBelmont.Thisproposalleadstoan
21extremelywiderangeofbillimpactsthat,inmyopinion,isunreasonable,
22unfairtocustomers,andnotconsistentwithtraditionalcost-based
23ratemakingprinciples.

24•Ihavepreparedaratedesignthatrepresentsareasonablefirststepinthe
25processofrateconsolidationwhileavoidingtheextremecustomerbill
26impactsoftheCompany’sproposal.

27Q.PleaseprovideanoverviewofyourunderstandingoftheCompany.

28A.Abenakihastwoserviceareas.TheBowareaisthesmallerareaandcontains95single-

29familyresidentialcustomersandnonon-residentialcustomers.Customersarefairly

30homogenousintheBowarea.AccordingtotheCompany’sbillingdataforthetestyear
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I(providedinresponsetoOCA2-12andadjustedinTech2-3),thetypicalcustomeruses

2approximately5,500cubicfeetofwaterperyear(hereafter1willstateconsumptionin

3unitsof100cubicfeet,orccf,sothetypicalcustomersusesabout55ccfperyear).

4Approximately90%ofcustomersinBowusebetweenI8ccfandII4ccfperyear,with

5thelowestuserregisteringIccfandthehighestusingI54ccf.Sowhilethereissome

6diversityamongcustomersinBow,itappearsthatmostcustomersarefairlysimilarto

7oneanother.

8TheCompany’ssecondserviceareaisinBelmont.TheCompanyprovidesboth

9waterandsewerservicetomostofitsBelmontcustomers.Idonottakeissuewiththe

I0Company’sproposedratedesignforsewerservice,soIwillnotdiscussthesewer

IIcustomersfurther.forwaterservice,Belmonthas156customers.Ofthose,150are

I2single-familyresidential,oneismulti-familyresidential(serving32residentialunits),and

I3fivearecommercial(thoughtheCompanyhastwodifferentcommercialrateschedules,

14oneofwhichappliesonlytoasinglecustomer).Thesingle-familyresidentialcustomers

I5inBelmontuseconsiderablylesswaterthanthoseinBow.Thetypicalcustomerin

16Belmontusesonly30ccfperyear(comparedto55ccfinBow).Approximately90%of

I7Belmontcustomersusebetween7ccfand63ccfperyear.Interestingly,theI50single-

18familycustomersinBelmontcollectivelyuselesswaterthanthe95single-family

I9customersinBow.Inaddition,themulti-familyandcommercialcustomersinBelmont

20collectivelyusealmost3,000ccfperyear.

21
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IQ.WhatisyourunderstandingoftheCompany’sexisting,permanentwaterrates?

2A.Theexisting(permanent)waterratesintheBowareaarestructuredverydifferentlythan

3theratesintheBelmontservicearea.RevenuesinBowcomeprimarilyfrom

4consumption(per-ccf)charges,whileresidentialrevenuesinBelmontcomeprimarily

5fromthebasecustomercharge.Specifically,underpresentrates,single-family

6residentialcustomersinBowproviderevenuesof$67,308ofwhich$11,400(17%)come

7fromthecustomercharge.ThisresultsfromBowcustomerspayingveryhighusagerates

8($10.20perceOandarelativelylowcustomerchargegiventhesizeoftheutility($10.00

9permonth).Incontrast,single-familyresidentialcustomersinBelmontprovidewater

10revenuesof$84,375ofwhich$58,194(69%)comefromthecustomercharge.In

I1Belmont,thereverseistrue:thecustomerchargeisextremelyhigh($32.33permonth)

I2andtheusagechargeislowerthanIwouldexpectforautilitythissize($5.3388perccl).

I3Q.Inyourexperience,areeithertheBoworBelmontratestypicalforsmallwater

14utilities?

I5A.No.Inmyexperience,bothoftheexistingratestructuresareunusual.Itistypicalfora

I6smallerwaterutilitytocollectapproximately20%to40%ofitsrevenuesthroughthe

17customercharge.Forexample,theFloridaPublicServiceCommissiontypically(butnot

I8always)permitssmallwaterutilitiestocollectupto40%ofrevenuesthroughthe

19customercharge.’TheCaliforniaUrbanWaterConservationCouncilhasabest

20managementpracticethatencourageswaterutilitiestocollectnomorethan30%of

See,e.g.,fICIvaterwoiks,Inc.,15FPSC7:88(July8,2015)(“Typically,weallocatenogreaterthan40percentof
thewaterrevenuetotheBFC[basefacilitieschargeJ.’).
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Irevenuesthroughthecustomercharge.2AsIsaid,inmyexperiencemostsmallerwater

2utilitiesstayroughlyintherangeof2O%to40%ofrevenuesfromthecustomercharge.

3Thisprovidesanappropriatebalancebetweenrecoveringfixedcostsandproviding

4customerswithastrongincentivetousewaterefficiently,fixleaksinatimelymanner,

5andotherwiseconservealimitednaturalresource.

6TheexistingratesinBelmonthaveacustomerchargethatismuchtoohigh.

7Almost70%ofthebilliscompletelybeyondthecustomer’scontrol.Whenthisisthe

8case,thecustomerdoesnothaveastrongincentivetousewaterefficientlyandavoid

9wastefulpractices(suchasunrepairedleaks).Incontrast,theexistingratesinBowhave

10usagechargesthataremuchtoohigh.Morerevenueshouldbecollectedthroughfixed

IIchargestohelpensurethestabilityofAbenaki’srevenuestreamthroughouttheyear.

12Withaverylowpercentageofrevenuesfromcustomercharges,Abenakirunstheriskof

I3failingtocollectsufficientrevenuesduringthewinterorifthereisacool,wetsummer.

I4Q.Doyouhaveotherconcernswiththeexistingratestructure?

I5A.Yes.InBelmont,ratesforcommercialcustomersaresubstantiallyhigherthanratesfor

I6residentialcustomers.Iquestionwhetherthereisareasonablejustificationforthis.Itis

I7muchmoretypicaltoseeeitherthesameratesforresidentialandnon-residential

18customers,oraslightlylowerratefornon-residentialcustomersbecauseitmaybemore

I9economicaltosellonecustomerlargeamountsofwaterthanitistosellthesameamount

20ofwatertomultipleresidentialcustomers.Inmyexperience,unlessthereisadetailed

21cost-of-servicestudyjustifyingsucharesult,itishighlyunusualtohavenon-residential

2
CaliforniaUrbanWaterConservationCouncil,RetailConservationPricingasamendedJune22,2015,

https://www.cuwcc.org/Committees/BMP-l 4-Committee/FileId/6617
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